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CONFIDENTIAL KUWAIT 1205 

E.O. 11652: GDS 
TAGS: ENRG, KU 

SUBJ: PRELIMINARY REACTION OF OIL MINISTER TO AMINOIL REQUEST 
FOR ARBITRATION 

1 . DURING AN INITIAL CALL FEB. 28 ON SHAIKH ALI KHALIFA 
AL-SABAH IN HIS NEW CAPACITY AS OIL MINISTER, I SOLICTED 
HIS VIEWS ON A NUMBER OF OIL-RELATED SUBJECTS, (SEE SEPTEL) 

AMONG WHICH WAS THE CURRENT GOK POSITION ON AMINOIL COMPENSATION. 
I NOTED THAT AMINOIL HAD REQUESTED ARBITRATION UNDER THE 1948 
AGREEMENT (ONLY AGREEMENT IT CONSIDERS LEGALLY VALID 
BECAUSE 1973 AGREEMENT WAS NOT RATIFIED BY NATIONAL 
ASSEMBLY) AND HAD ALREADY APPOINTED AN ARBITRATOR. 

2. OIL MINISTER INDICATED THAT HE WAS NOT ADVERSE TO IDEA 
OF ARBITRATION BECAUSE HE FELT THAT GOK HAD STRONG CASE. 

HE BELIEVED ARBITRATORS WOULD RULE IN KUWAIT'S FAVOR 
TO THE TUNE OF REQUIRING AMINOIL TO PAY FROM $120 TO $180 
MILLION TO SETTLE ACCOUNTS. 

3. ALI KHALIFA SAID THAT HE HAD NOT HAD AN OPPORTUNTIY 
TO REVIEW THE MATTER IN DETAIL SINCE TAKING OVER THE 

OIL MINISTRY. HE WOULD FIRST WANT TO CONSULT WITH US AND UK 
LAWYERS ON THE GOK'S CHANCES FOR FAVORABLE RULING. 
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WHAT ALSO CONCERNED HIM, HOWEVER, WAS WHETHER AMINOIL 
WOULD PAY UP IF ARBITRATION WENT AGAINST IT. I SUGGESTED 
THAT. GIVEN THE REPUTATION OF A COMPANY LIKE AMINOIL AND 
PARTICULARLY ITS PARENT CORPORATION, R.J. REYNOLDS, I 
WOULD BE VERY SURPRISED IF A DECISION RENDERED UNDER 
RESPONSIBLE ARBITRATION WOULD NOT BE ACCEPTABLE. 
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4. 1 RECALLED RECENT PRESS REPORTS INDICATING THAT 
THE COMPENSATION COMMITTEE ON AMINOIL NATIONALIZATION 
HAD SUBMITTED ITS REPORT AND INQUIRED AS TO ITS CONCLUSION. 
ALI KHALIFA REPLIED THAT THEY CONCLUDED AMINOIL OWED THE 
GOK MONEY. WHEN I PRESSED HIM FOR FURTHER DETAILS, SUCH AS 
WHETHER BOOK OR FAIR MARKET VALUE WERE USED AS 
BASIS FOR THE COMPENSATION COMMITTEE'S CONCLUSIONS, THE 
OIL MINISTER DECLINED TO COMMENT ON GROUNDS THAT CASE MAY 
WELL BE SUBMITTED TO ARBITRATION. (A SENIOR OFFICIAL OF 
THE KUWAIT WAFRA OIL COMPANY INFORMED ME THAT THE 
COMPENSATION COMMITTEE HAD REACHED AN ESTIMATE IN THE 
NEIGHBORHOOD OF $9 MILLION AS COMPENSATION FOR THE VALUE 
OF AMINOIL PROPERTY. WHICH SUGGESTS THAT THE NET BOOK VALUE 
BASIS WAS EMPLOYED. IN ANY EVENT, ALI KHALIFA SAID THAT 
HE WOULD HAVE TO GIVE THIS**I-*6 
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